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2026 Medium-Term Management Plan Step for the FUTURE Four years to embark for the future: basic policy

The Takasago Thermal Engineering Group's Long-Term Vision for 2040

Phase 1 Phase 2

Phase 3

Four years to embark for the future/ Four years to achieve growth Ten years to make rapid progress

Business model transformation

We will establish our construction business as a solid
revenue base and promote investment in future growth.

1. Enhance earning Enhance on-site
power based on our S sEELIINTESR{
construction business RGN,

2. Establish business Promote carbon

. neutrality through
that will lead to long-  |[Ssid

term added value technologies

Company and human resource
transformation

We will invest in human capital and build the systems necessary
for our company to transform into an Environment-Creator™.

Invest in human
resources to transform
our business model
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We have two basic policies for our 2026 Medium-Term Management
Plan: Step for the FUTURE -Four years to embark for the future.

More specifically, our policies are business model transformation to
establish our construction business as a solid revenue base and promote
investment in future growth and company and human resource
transformation to invest in human capital and build the systems
necessary for our company to transform into an Environment-Creator®.

In terms of business model transformation, we will pursue initiatives to
enhance our earning power based on our core construction business, and
we will invest the cash we gain through our business based on an optimal
balance to establish business that leads to long-term added value.

To achieve monetization during phase 2 of our Long-Term Vision for
2040, we will socially implement our environmental technologies to build

a solid revenue base for our business.

The source of our group's value creation is our employees, and—to
facilitate the transformation of our business model—we will create an
organizational system that encourages each person working as a member
of our group to individually level up their skills and that enables them to




function as autonomous human resources.
By pursuing growth investment aimed at human capital, we will strive to
achieve company and human resource transformation.



Medium-Term Management Plan (2023 to 2026) numerical targets
Contribute to the global
environment

Enhance earning power Improve capital efficiency
Reduce CO, emissions

Consolidated ordinary income Consolidated ROE (compared to FY2022)
20 billion yen Approximately 10% * Scope 1/2: -16.8%"

* Scope 3: -10.0%"2

1. Enhance earning power based 2. Establish business that will
on our construction business lead to long-term added value

-Achieve a consolidated =Achieve the social implementation -Ik?;raetalsezstthgonolf?ber of employees
gross profit margin of 15.0% of green energy supply equipment «Develop professional human resources
or more by improving (equivalent to a total of 5,000 kW*3) +Reform our personnel management
our received-order profit margin *Propose a carbon transition system
and enhancing cost management of -15,000 tons of CO, per year Increase investment by 10 billion yen™

through the above measures

*1 The reduction rate necessary to achieve the 1.5°C target *3 The total for the period covered by the Medium-Term Management Plan /w %"”“Tikisiiﬂl
*2 The scope 3 reduction rate in line with the target in *1 above *4 Compared to FY2022 as of the end of FY2026 = —AJ (r ER»;E.!!-F?"- 2

We have defined the KGls for our Medium-Term Management Plan as
follows: consolidated ordinary income of 20 billion yen as a measure of
enhanced earning powetr,

a consolidated ROE of approximately 10% as a measure of improved
capital efficiency, and CO, emission reduction of -16.8% (scope 1 and 2)
and -10.0% (scope 3) as a measure of our contribution to the global
environment.

To achieve these targets, we have also formulated KPIs specific to each
of our growth strategies.

1. In terms of enhancing earning power based on our construction
business, we will improve our received-order profit margin, enhance cost

management, and achieve a consolidated gross profit margin of at least
15.0%.

2. In terms of establishing business that leads to long-term added value,
we will socially implement green energy supply equipment equivalent to a
total of 5,000 kW during the period covered by this Medium-Term
Management Plan.

In addition, to contribute to customer carbon neutrality directly linked to




scope 3, we have proposed an annual reduction of 15,000 tons of CO.,.

3. In terms of investment in human capital, the source of our value
creation, we will increase our investment in human capital by 10 billion
yen during the period covered by this Medium-Term Management Plan
by taking measures that include increasing the number of employees by
at least 200, developing professional human resources, and reforming our
personnel management system.



1. Measures to enhance earning power based on our construction business

i m Conduct order-receiving
1. Enhance earning Enhance on-site capabilities activities from a company-wide FY2026 target
power based on our to improve earning power perspective H Achieve a consolidated gross
. . = Suitably manage construction profit margin of 15.0% or more
construction business and improve productivity

B |nitiatives to achieve a consolidated gross profit margin of 15.0% or more

@ Improve our received-order profit margin through

optimal company-wide order receiving
(1) Improve the received-order profitability of large projects
. (construction planning, design, etc.)

. Consolid (2) Pursue initiatives to establish a high-profit-margin received-

Consolid ated order/net sales portfolio (Details are provided on siide 4)

ated gross

gross profit @ Enhance our earning power at the construction stage
through organization-wide efforts

(1) Enhance monitoring

profit margin of

margin 15.0%
of 13.7% or more (2) Enhance cooperation with Kowakai

(3) Reform our construction process (T-Base®, etc.)
(Details are provided on slide 5)
(4) Strategically develop human resources

FY2022 FY2026

- - g BBVYI(7- TakasaGol
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In terms of our measures to 1. Enhance earning power based on our
construction business, we will take two key steps: @O At the order
receiving stage, we will implement an optimal company-wide order
receiving strategy to improve our received-order profit margin. @
Meanwhile, at the construction stage, we will implement organization-
wide efforts to enhance our earning power with the aim of increasing our
consolidated gross profit margin to 15.0% or more.




1. Enhancing earning power based on our construction business @
Initiatives to establish a high-profit-margin received-order/net sales portfolio

Order receiving strategy

@ In order to promptly respond to issues that include a limited
supply of labor in the face of strong construction demand
and the fact that construction projects are becoming larger,
we will promote an optimal company-wide order receiving
strategy as opposed to our past branch-based approach.

@ Recently, there has been strong construction demand for
both general and industrial air conditioning.
In terms of industrial air conditioning, we will emphasize the
receipt of new construction orders to form future renewal
assets, and—in terms of our overall general/industrial
and new and renewal construction business—we will strive
to establish a higher-profit-margin received-order/net sales
portfolio.

® To respond to fluctuations in the construction demand for
general and industrial air conditioning, we will
restructure our received-order portfolio to make it more
flexible.

* OQverview of our received-order/net sales portfolio

W general air conditioning
® industrial air conditioning

As we flexibly respond to
fluctuations in the construction
demand, we will take steps to
) establish areceived-order/net

construction

general
sales portfolio that is optimal
from the medium to long-term
perspective, such as by forming
future renewal assets.

ir
Renewal conditioning

work

construction

* Net sales and profit ratio overview

New New _
construction construction
Renewal
Renewal
Net sales Gross profit
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To enhance our earning power based on our construction business, we
will work on establishing a portfolio of received orders and completed

work with a high profit margin.

More specifically, we will pursue three initiatives:
@O We will continue to conduct optimal company-wide order receiving

activities.

@ Given the high recent construction demand, we will emphasize orders
for new construction in the industrial air conditioning field and focus on
the formation of future renewal assets as we establish a portfolio of
received orders with high profit margins in terms of our overall

construction business.

® To handle future fluctuations in the construction demand, we will
rearrange our received-order portfolio to make it more flexible as we

strive to enhance our earning power.




1. Enhancing earning power based on our construction business @
Construction process reform: the T-Base® project

We are switching from a construction management system based on on-site one-off production to platform-based production
management. We will achieve improved productivity by realizing both reduced labor at construction sites and high-quality
construction through the achievement of front loading™ to equalize the workload as well as construction standardization, off-site

production, and logistics.

Active implementation of the T-Base® menu
at construction sites throughout Japan

® Planning and development of a standardized
technology menu
® Comprehensive T-Base® menu use and

m Increased production and
transportation efficiency
via the T-Base® menu

m Diversity & inclusion Promotion
of more successful participation

Production
and

h S logistics |
implementation by female and senior employees
Planning
] and Construction
' development site
v = -

m Use of power

derived from

Contributing 0

to the. renewable energy @

PNy = Reducedpackaging

materials and waste B

W Practical plastic Returnable  Z
education packaging

Activities
involving
cooperation

‘ " .-.!|.I

for young
workers based
on hands-on experience

m Kowakai worker skill development training  \RHAMEACES

parties

m |nitiatives to improve productivity through
collaboration with manufacturers and distributors
m Use of a central production system to enhance cooperation with suppliers

B Productivity improvement targets using T-Base®

Scenario assuming an
increase in sales due to
improved productivity using
T-Base®
P

1 Net sales scenario assuming
decrease in construction
ompanies, etc
~—

Target:
productivity
increase of
30%'2

Target:
productivity
increase of
20%2

2022 2023 2030 2040

*1 A method for taking care of more of the workload up front to improve quality and reduce the Tead time
by concentrating labor and resources during the initial stages of the manufacturing/system development process
*2 The productivity improvement rate in terms of the total working hours in the case of projects for which T-Base® is introduced
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We will promote construction process reform, mainly based on our T-

Base® project.

In particular, we are switching from a construction management system
based on on-site one-off production to platform-based production

management.

We will achieve improved productivity by realizing both reduced labor at
construction sites and high-quality construction through workload
equalization as well as construction standardization, off-site production,

and logistics.

T-Base® is also effective in terms of contributing to the environment and

educating our human resources.




2. Measures to establish business that will lead to long-term added value

. . EY2026 target
2. Establish business m Construct and own energy M Green energy supply equipment
that will lead to long- carbon neutrality through »SUPPW facilities that contribute Total social implementation
to the global environment equivalent to 5,000 kW't
term added value environmental technologies = Conduct CO, emission M CO, emission reduction amount -
Promote reducing activities 15,000 tons of CO, per year
(proposed)
® Research and develop environmental Research and development of environmental technologies
technologies (details in the figure on the right) and that contribute to carbon neutrality business
launch carbon neu"a“ty business (petails are 1 Development and introduction of water electrolysis equipment (1 to 5
provided on slide 7) Nm3 unit, 100 Nm?2 unit) O
+ Conduct trials and demonstrations aimed at the social Development of a Takasago proprietary EMS
implementation of technologies that contribute to carbon 2 = Achieve overall energy optimization by collecting, O
neutrality business analyzing, and learning from data related to demand as well as the operation O

. . of energy supply equipment that includes water electrolysis equipment
+ Increase results related to carbon neutrality business

Research and development of technologies to create building
q . ) environments
® Achieve carbon neutrallty by reformlng our 3 = Provide energy-saving and energy-producing construction equipment, O O
core business based on BIM*2 and environments that help to achieve health and safety, and environments that

- . L. ) facilitate the improvement of intellectual and manufacturing productivity
establishing/utilizing our digital foundation

Research and development of technologies to protect the global
(Details are provided on slide 8) & g 2 g

environment

- Steadily reduce CO, emitted from building environments 4 = Provide hydrogen-related technologies, CO, capture and usage O
through the construction business technologies, resource recycling technologies, heat/energy controlling

technologies, and machines, etc. that use less Greenhouse Gas

Research and development of technologies to take on the challenge of

5 new environments O O
*1 The total for the period covered by the Medium-Term Management Plan = Take on challenges related to habitats that include the moon's surface,
*2 BIM stands for Building Information Modeling. outer space, and oceans as well as energy supply facilities, etc.

To establish growth business that leads to long-term added value, we will
promote carbon neutrality business via environmental technologies.

Takasago Thermal Engineering will use its environmental technologies
and engineering capabilities to pursue initiatives aimed at achieving
carbon neutrality, specifically by

@ researching and developing environmental technologies and launching
carbon neutrality business as well as

@ reforming our core business based on BIM and establishing/utilizing
our digital foundation.

In terms of @, the Takasago Thermal Engineering Group organizes its
research and development into three categories: technologies to create
building environments,
technologies to protect the global environment, and technologies to take
on the challenge of new environments.

By FY2026, we plan to achieve our social implementation target for
technology we have developed, which is the implementation of green
energy supply equipment equivalent to a total of 5,000 kW.




In terms of ), we will utilize BIM based on the collection, accumulation,
and analysis of building data.
By establishing a data foundation, we will promote activities that help
to reduce all the carbon generated during the life cycle of a building.
We will also propose to our customers on the measures for reduction
of CO, emissions by -15,000 tons per year.

Our aims are to promote the research and development of environmental
technologies that help to contribute to people and the global environment
and to build a carbon neutrality business foundation.



2. Establishing business that will lead to long-term added value @
Carbon neutrality business: the big picture

In the carbon neutrality market, we will aim to create new business that includes investmentin the creation of and operations

related to renewable energy.

Areas where we will aim to achieve global carbon neutrality

Areas where we will aim
to achieve a carbon transition for buildings

_] Tsunagu areas where we will connect new ’__
areas to our core business
EEEEEEEEEEEEEEEEEE LT 7
Tsunagu

(connect)
System power (thermal power, etc.)

-

\ .‘/— Takasago proprietary
/. \ Surplus power S

mamm 2SI (under development)
1 1% Adjustment

y I 1\ capabilities “

Renewable energy ll

(solar and wind power) H u

s — } Fuel cells

2
Large-scale hydrogen production system Hydrogen mn
Development to be completed in FY2023 storage tanks =4 Vg ®
Areas handled through SPCs (investment, etc.) with ‘ FCVs, etc.
- local governments and partners

GODA' 777K #—ER

ODA*CLOUD

Solar
power

Genelink Turbo Storage
efrigeratc batteries
R =

Takasago Thermal Engineering's core
business areas

Generate energy

Areas to be created and explored by Takasago Thermal Engineering

Efficiently consume energy

Areas currently handled as core Takasago
Thermal Engineering business
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Our company is aiming to achieve carbon neutrality business for which—
in terms of buildings that consume energy, Takasago Thermal
Engineering's core business—we generate energy by expanding into this
area through renewable energy that includes solar and biomass power
generation and then take advantage of our knowledge of how to
efficiently and optimally utilize energy to store energy by building a
suitable system and then go on to connect (Tsunagu) these three areas.

By pursuing research and development as well as business development,
we will invest in pursuits that include the creation of and operations
related to renewable energy, thereby establishing carbon neutrality

business as a key source of our future revenue.




2. Establishing business that will lead to long-term added value @
Reforming our core business based on BIM and establishing/utilizing our digital foundation

We will establish work processes based on BIM and utilize data to improve our productivity and achieve GX (Green Transformation).

gi' Provision of tota
Customers | Carbon solutions

Productivity improvement and
added-value creation

DX

Establishment of work
processes based on

Carbon neutrality Supply chain visualization
-Information security,
carbon emission

T BBVYI(7- TakasaGol
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We will establish work processes based on BIM.

Our aim in terms of establishing and utilizing a digital foundation is to
collect and analyze operational data, such as that generated by air
conditioning equipment in buildings constructed by our company, to
propose activities that will help to reduce the energy requirements and
CO, emissions of those buildings.

By utilizing a BIM-based system to centrally manage our buildings, we
will strive to reduce both the carbon

generated during the life of each building—starting with its
construction—and the carbon emitted during building operations in order
to help achieve the Green Transformation.




3. Investing in human resources, the source of our value creation

Invest in human capital to
transform our business model

@ Secure human resources, the source of
our value creation (Enhance acquisition
and retention)

Policies/measures to increase the number of
employees by at least 200*
Revise our criteria for hiring new
graduates and mid-career professionals
Enhance retention
Enhance fresh graduate hiring activities

Securing
human resources

Development of
human resources

.

< Takasago Thermal Engineering's

human resource strategy

&

Personnel system reforms
.

@ Reform our personnel system to further .
support working employees ’
Achieve multiple-track personnel promotion

Optimize personnel evaluations and
compensation

*1 The total for the period covered by the Medium-Term Management Plan

m Establish and execute our
human resource strategy

Increase our investment in
human capital by 10 billion yen*
through the implementation of
measures D, @, and @ below

@ Develop professional human resources
who are driven by a sense of responsibility
to work on resolving issues

Establish educational systems enabling
executives and employees to reach an even
higher level of growth (Separate education
for engineers and sales representatives)
Develop local staff at overseas subsidiaries
Increase the total number of qualification points
held by executives and employees Note)
(Increase the total number of points to 150%
compared to the current total)

Note) Improving the total number of qualification points
Our company has set specific numbers of points for professional qualifications
(in-house or official qualifications) that employees and executives are encouraged
to acquire during the course of their work. Executives and employees who acquire these
qualifications are given points. We plan to increase the total number of qualification
points possessed by our executives and employees to at least 150% compared to the
current total.
March of 2023: 12,500 points i 2,173 and I
— March of 2027: 18,700 points 2,373 and
[Examples of points given for different types of qualifications]
- First class plumbing work operation and management engineer: 2 points

- First class architect, lawyer, or certified public accountant: 5 points

The source of the Takasago Thermal Engineering Group's value creation
is none other than the employees that work at our company. To achieve

sustainable growth,

we will therefore focus on securing human resources and developing
professional human resources.

We will also reform our multiple-track personnel promotion system to
establish a more comfortable working environment.

Finally, we will increase our investment in human capital by a total of 10
billion yen during the period covered by this Medium-Term Management

Plan.




Financial strategy and capital allocation

®  We will build a financial foundation that emphasizes a balance between capital efficiency and financial soundness and supports sustainable
growth.

B The cash generated as a result will be suitably allocated to growth investment aimed at improving our corporate value as well as shareholder
return.

Basic policy for our financial strategy | Capital allocation
Striking a balance between capital efficiency and financial soundness .
while suitably allocating funds to growth investment and shareholder return Cash in Cash out
Four years: total of 81 Four years: total of 81
. = ROE of approximately 10%(We will remain aware billion yen billion yen
Capltal of the cost of capital as we pursue improved y Y
ici return on capital.) )
effICIenCy = Cross-shareholdings net asset ratio of 15% or less Growth investment
. ial = Maintain arating of A* 51 billion yen
Financia *Long-term issuer/bond rating * Investment in human capital
soundness Rating agency: JCR . - Carbon neutrality business
(apan Credit Rating Agency) Created by business - Construction process reform
73 billion yen - DX
GI’OWth + 51 billion yen - M&A, etc.
investment
Shareholder return
* Aim for a payout ratio of 40% 30 billion yen
Shareholder ' Progressive dividends Sale of cross-shareholdings (Including a payouit ratio of
return « Flexibl ire t tock L approximately 40% and
exibly acquire treasury stoc 8 billion yen treasury stock acquisition)

BIFVYI(~ TakasaGo!
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The basic policy for our financial strategy, which supports our growth
strategy, is to emphasize the

balance between capital efficiency and financial soundness while suitably
allocating cash generated by business, etc. to growth investment and
shareholder return.

More specifically, we plan to allocate 51 billion yen to growth investment,
including investment in human capital. We also plan to allocate 30 billion
yen to shareholder return.

By enhancing our business via growth investment based on the earning
power of our core business, we will remain aware of the cost of capital as
we pursue improved return on capital, and we have set an ROE of 10% as
one of our KGls.

Regarding our cross-shareholdings, we will also reduce the net asset
ratio to 15% or less during the period covered by our Medium-Term
Management Plan.

To demonstrate our fiscal discipline, we will maintain an external rating of
A.

(As of May of 2023, we had a long-term issuer/bond rating of A.)

10



Shareholder return

+We will aim for a payout ratio of 40%.
+We will provide progressive dividends, which are increased according to sustainable profit growth.

Dividends +In FY2023, we plan to provide 77 yen worth of dividends for each share of common stock
Shareholder (interim dividends: 38 yen, year-end dividends: 39 yen) as well as commemorative dividends
return policy to celebrate our 100th anniversary of business.
Treasury stock *We will continue to flexibly handle this as we always have based on performance trends, growth
acquisition investment opportunities, capital efficiency, and other considerations.
(Unit: yen) mmm EPS (left axis)  mmmDividend amount (left axis) ——Payout ratio (right axis)
200 186.49 184.69 191.82 50.0%
173.29 : !
Progressive
ratio of 40% 40.0%
100 +commemorative dividends
69.28
53.24 30.0%

' 20.0%
Plan
FYE3/2014 FYE3/2015 FYE3/2016 FYE3/2017 FYE3/2018 FYE3/2019 FYE3/2020 FYE3/2021 FYE3/2022 FYE3/2023 | FYE3/2024 | FYE3/2025 FYE3/2026  FYE3/2027

Topwoutl 753 7a7%|  614%|  306%| 312% 540%| 603%| 3s5u| srewn| 341% 2026 Medium-Term Management Plan
Step for the future
Treasury stock 1,146 1,877 2,009 - - 3,000 4,000 - 6,000 - -Four years to embark for the future-
acquisition amount

(millions of yen)

T BBVYI(7- TakasaGol
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Under our shareholder return policy, we will provide progressive
dividends, which are increased according to sustainable profit growth,
with a target payout ratio of 40%.

We will also flexibly acquire treasury stock based on the comprehensive
consideration of various situational factors.

To celebrate FY2023, our 100th anniversary in business, we also plan to
provide commemorative dividends.

11



| Note on future predictions

The information on future predictions in these materials is based on certain
assumptions that are currently deemed reasonable by our company.

Therefore, please note that these predictions might differ considerably from the actual
results and are also subject to change without notice.

BIFVYI(~ TakasaGo!
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